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Ronald A. Fromm  Chairman and Chief Executive Officer 
Diane M. Sullivan  President and Chief Operating Officer 

At Brown Shoe, 

we try never to lose sight 

of this central fact: 

Behind our compelling 

footwear brands and great 

footwear stores are our 

employees and our suppliers; 

beyond them are our 

partners and customers 

and communities.  

In short, it is people who 

drive our business every 

step of the way, and it is 

to them that we renew our 

commitment to always 

strive to be the best, 

to exceed expectations …

to be the leader in footwear.    

It’s About
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NOTE: The Company’s net earnings and diluted 
earnings per common share include various charg-
es and recoveries. See “Management’s Discussion 
and Analysis of Financial Condition and Results of 
Operations” included in the Form 10-K for a discussion 
of significant factors affecting the comparability of our 
financial results for fiscal years 2006 and 2005. 

Financial Highlights

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA)

RESULTS OF OPERATIONS

Net sales...................................................................................................

Operating earnings.....................................................................................

Net earnings..............................................................................................

Diluted earnings per common share............................................................

Net cash provided by operating activities....................................................

Dividends paid per share............................................................................

Return on beginning shareholders’ equity.....................................................

FINANCIAL POSITION

Total assets...............................................................................................

Debt to total capital ratio............................................................................

Shareholders’ equity...................................................................................

ALL PER SHARE DATA IS ADjUSTED TO REFLECT OUR 3-FOR-2 STOCK SPLIT ON APRIL 2, 2007 .

 $ 2,470,930

      108,127
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      142,187

            0.21

          15.1%   

 $ 1,099,057

          22.4%

       523,645

FISCAL YEAR 2006

 $ 2,292,057

        88,631

         41,000

            0.96

      145,926

            0.18

          10.5%   

FISCAL YEAR 2005

 $ 1,027,293

          31.5%

       434,210
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it is people who drive our business 
every step of the way



During fiscal 2006, we made visible progress toward our objective of becoming a high-performing 
fashion footwear marketer. We exceeded our financial goals while continuing to make improvements in 
our operating model through investments at both the retail and wholesale levels–in our talent, stores, 
systems, and product design and marketing competencies.   

2006 RESuLTS AND ACCOmPLISHmENTS

Our company produced solid financial results in 2006. Net sales rose 7.8 percent to a record $2.47 billion.  
Net earnings were $65.7 million, or $1.51 per diluted share on a post-split basis. Net earnings in 2005 were 
$41.0 million, or $0.96 per diluted share on a post-split basis. The results for both years include special 
charges and recoveries, which are described in detail in our financial statements.                  

This performance strengthened our balance sheet. By the end of fiscal 2006, less than two years after our 
$225 million purchase of Bennett Footwear, we had reduced our debt-to-capital ratio from 41.5 percent 
to 22.4 percent. Our focus on improved performance has delivered a 42 percent compound annual growth 
rate in shareholder return from fiscal 2001 through 2006.  Additionally, our confidence in the company’s 
continued growth is reflected in the execution of two stock splits and two increases in our cash dividend 
over the last 15 months.   

Famous Footwear, the nation’s largest branded family footwear retailer, once again led our success. Sales at 
Famous Footwear, whose nearly 1,000 stores account for more than half of our revenues, rose 8.0 percent 
to $1.3 billion, driven by a 3.4 percent increase in same-store sales and 46 net new stores. Operating profit 
increased by 34 percent to $89.8 million. This marks the fifth consecutive year of double-digit operating 
earnings growth at Famous Footwear. Since 2002, this represents a compound annual growth rate of 19 
percent. Contributing to that growth last year was a 13 percent increase in sales of Brown Shoe wholesale 
brands, reflecting the value of our vertically integrated business model.  

Our wholesale division results in 2006 were affected by many factors. The year began with uncertainty 
related to consolidation in the department store channel, affecting some of our key customers. At mid-year, 
we accelerated the integration of our Brown New York division into our consumer-driven model and 
began to place increased emphasis on branded product distribution. The establishment of Brown New York, 
which combined our Bennett brands with our existing New York operations, further improves our access 
to design talent and fashion influences. Concurrently, we made the decision to exit the Bass business. In the 
face of all this uncertainty, our wholesale team did an exceptional job.

Our flagship Naturalizer brand led the way. Naturalizer turned in a remarkable performance in 2006 at both 
wholesale and retail. The brand delivered a combined operating margin of 11 percent and an increase of 
more than 30 percent in operating profit over 2005. Success like that highlights the importance of delivering 
fresher, more trend-right product, managing inventory, and sustaining solid retail partnerships. Two more 
bright spots were LifeStride and Dr. Scholl’s.

Our Specialty Retail division – made up primarily of Naturalizer stores and our Shoes.com e-commerce 
business – saw sales increase by 7.5 percent in 2006. The division’s profitability also improved substantially.  
During 2005, we added operating and merchandising leadership talent and closed approximately 100 under-
performing stores, as we restructured our Naturalizer retail division. The results continue to be both reward-
ing and promising. Equally exciting is the continued growth of our e-commerce business, where Shoes.com 
delivered sales growth of 81 percent in 2006.    

STRATEgIC INTENT

Both external and internal forces were behind our strong 2006 performance. Externally, it was a good time 
to be in the shoe business – the industry is in the midst of a multi-year unit-growth trend. We believe a 
heightened consumer interest in fashion is behind that growth, and supply-chain improvements are helping 
companies meet it.  

To our shareholders, partners and employees
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Historically, the footwear industry has lagged the fashion industry in its ability to fulfill consumers’ desire for 
a continuous flow of fresh, compelling product. Now, with recent supply chain improvements in technol-
ogy and transportation, companies with the requisite talent are beginning to overcome this challenge. We 
are addressing it through our overarching consumer-driven model, which emphasizes the consumer’s role in 
seeking trend-right, fresh, and compelling product – “pulling” our shoes through the market.             

Integral to this model is a deeper and sharper understanding of the consumer.  That means more investment 
in marketing research, particularly that which helps us segment the market more skillfully and adapt style 
and trend to each of our brands.  Our goal is to understand the nuances of different consumer segments so 
well that we can build highly-differentiated, market-leading brands.         

In addition, we established an operating model focused on partnerships, operational excellence, portfolio 
optimization, and brand power. To help drive this model, we launched our earnings enhancement program.  
It is aimed at two key goals: 1) achieving top quartile operating performance in the footwear industry over 
the next several years; and 2) putting us on the path to becoming the leading footwear marketer, with a 
compelling portfolio of brands. The earnings enhancement plan, in other words, is aimed at building the 
infrastructure to support Brown Shoe’s future growth and long-term brand equity.

Through this set of initiatives, we expect to generate ongoing after-tax benefits, beginning in 2008, of $17 
million to $20 million. The after-tax cost of executing these initiatives is expected to be approximately $23 
million over the 2006-2008 timeframe. 

In summary, we are focused on achieving sustainable, profitable growth in both our wholesale and retail 
operations. Central to that effort will be accelerated growth at our Famous Footwear, Naturalizer, Franco 
Sarto, Dr. Scholl’s, Via Spiga and Shoes.com brands in the United States, along with thoughtful expansion 
of Brown Shoe’s international presence. We believe that Famous Footwear in and of itself has significant 
growth potential, and we plan to open 350-450 new stores in the United States over the next three years.  
These strategies will enable us not only to continue expanding our sales, but also to continue targeting annual 
double-digit operating profit growth. In addition, as our industry continues to consolidate, our increasing 
financial strength and flexibility positions us to capitalize on external growth opportunities that meet our 
well-defined criteria.

LOOkINg AHEAD

As our company grows, we will continue to demonstrate our belief that how we do business is as important 
as how much business we do. One example: We believe that in all our relationships – with customers, ven-
dors, suppliers, consumers, and shareholders – the core of our competitiveness is in being a great partner. As 
in any partnership, that sometimes requires taking the long view. 

Giving back to the community is a part of how we do business too. Through our product donations and 
financial support, we are a major sponsor of the annual “FFANY Shoes on Sale” event, produced by the 
Fashion Footwear Association of New York along with the footwear industry, to raise millions for breast 
cancer research and education. Likewise, with our employees, we are energetic supporters of the March of 
Dimes, United Way, Two Ten Footwear Foundation, and many other organizations.

Our corporate citizenship also is reflected in our approach to our employees. Development programs, such 
as our Accelerated Career Track, expose exceptional college graduates to many different areas of our busi-
ness, while supporting their pursuit of an MBA. We also work hard to find, employ and retain people from 
all backgrounds, so we can better meet the needs of our consumers. In addition, we help fund scholarships 
for students of color through our support of the Jackie Robinson Foundation, from which we also recruit 
talent as part of our diversity initiative.

By necessity over the last 10 years, Brown Shoe was often focused on the short-term. Now we have strength-
ened our position to the point where we can begin to concentrate on a longer horizon. By building upon 
our solid foundation and consistently improving our operating performance, we can restore our legacy as a 
market leader and innovator in the footwear industry – and secure our company’s future.       

We have accomplished a lot, but we’ve really just begun. We appreciate your support and look forward to 
reporting on our continued progress.

                                                       Sincerely,                                             Ronald A. Fromm, Chairman and Chief Executive Officer      
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setting the standard:  
Famous Footwear 

enjoys a year 
like no other.



With a 3.4% same-store-sales increase 
and a 34% increase in operating earnings, 
Famous Footwear delivered a record year. 
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The shoes she wanted, the 
way she wanted to buy them --
Famous Footwear delivered on 
a strong multichannel promise 
for today’s fashion-conscious 
consumer. Fresh, relevant 
imagery connected with 
her throughout the year 
and gave her reason 
to smile.



BROWNEW YORKA centerpiece for Brown Shoe around the world, 
our New York showroom brings our brands together.
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a new year for Naturalizer.
new looks.
new products. 
new stores.



Cynthia Gale, 
jewelry designer 
and member of the 
Ladies Who Launch® 

organization–a national 
businesswomen’s network 
and creative community–
is one of the many women 
featured in Naturalizer’s 
new Natural Woman 
image campaign, 
just one aspect 
of a new look 
for Naturalizer 
across all 
channels.
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behind our compelling footwear brands 
and great footwear stores are 
our employees



New York        St. LouiS | MiSSouri        MadiSoN | wiScoNSiN         LavaL |  Quebec                                                    aNgeLeS | caLif         

Novo HaMburgo | braziL        forNacette | itaLY        taicHuNg | taiwaN        kowLooN | HoNg koNg        P

It’s About Our
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“We work hard to find, employ and retain people from all backgrounds…”

Across the globe, in cities around the world, Brown Shoe focuses on 
    the singular vision of being a high-performing fashion footwear marketer.

New York | New York        St. LouiS | MiSSouri        MadiSoN | wiScoNSiN         LavaL |  Quebec                                                    aNgeLeS | caLif         

Novo HaMburgo | braziL        forNacette | itaLY        taicHuNg | taiwaN        kowLooN | HoNg koNg        P
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utien | China        Dongguan | China

Perth | OntariO        LOs                            Ornia         



RETAIL ONLINE

BROWN SHOE RETAIL STORES: uNITED STATES AND CANADA

#

999 stores selling brand-name footwear 
at value prices for the entire family, located 
in shopping centers, regional malls and 
outlet centers in the United States.

#

258 stores selling the Naturalizer brand of 
women’s footwear, located in regional malls 
and outlet centers in the United States 
and Canada.

#OTHER SPECIALTY RETAIL STORES

32 stores selling better branded women’s 
footwear in the United States and Canada.
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From the purely online experience of shoes.com – the footwear superstore with 450 brands and thousands of styles 
for men, women and children – to the extensive multichannel approach of famousfootwear.com and naturalizer.com 
to its many individual brand sites, Brown Shoe has built an expansive online presence.



it’s about people.



GIVING BACK

Brown Shoe donated hundreds of brand new 
Buster Brown shoes to deserving children for the 
St. Louis Public Schools’ Back to School Family 
Fun Festival. 

Brown Shoe employees participate in WalkAmerica 
events in more than 1,100 communities nationwide.

            We believe in providing the best 
and the brightest students with the opportunity to succeed. For the past two 
years, we have partnered with the Jackie Robinson Foundation. This not-for-
profit organization grants four-year scholarships to talented minority students 
who demonstrate academic distinction, civic engagement and leadership. We 
support the Jackie Robinson Foundation through scholarship funding and pro-
fessional development for its students.

Art in Bloom
As a long time supporter of the arts, we sponsor 
events like Art in Bloom at the Saint Louis Art Museum.
Art in Bloom showcases floral artists who create 
masterpieces inspired by great works from the 
museum’s collection.

GIVING BACK

                   Brown Shoe headquarters employees 
                traditionally rank among the highest 
             per capita givers to the United Way. 
           In 2006, we participated in several internal 
         fundraisers to help benefit the 
       ‘Have a Heart Campaign.’ 
      We funnel our human services 
     support through the United 
    Way, which efficiently funds 
    200 local organizations, as 
    well as our industry’s Two-Ten 
     Foundation, which provides 
      charitable funds and 
        services each year 
         to families associated 
           with the footwear 
              industry.

Giving back to the community is part of our heritage at Brown Shoe…dating 
back to our founder, George Warren Brown. A noted philanthropist in his own 
right, the strong precedent he set for helping others still continues to this day. 

In 2006, contributions to charitable organizations by Brown Shoe, its divisions 
and subsidiaries – including those made by the Brown Shoe Charitable Trust – 
exceeded $1.2 million. As a company, we were involved in customer programs 
and outreach initiatives that helped raise money for worthwhile causes and pro-
vided a helping hand to those individuals who needed it most. For example, we 
raised $1.2 million for the March of Dimes Prematurity Campaign, which helps 
millions of families have healthier babies each day. As a national March of Dimes 
partner (through Famous Footwear), we participate in more than 1,100 com-
munities nationwide during the WalkAmerica event.

In a partnership with QVC and the Fashion Footwear Association of New York 
(FFANY), Brown Shoe offered half-price footwear at the 12th Annual QVC Pres-
ents “FFANY Shoes on Sale” event during Breast Cancer Awareness Month. 
The net proceeds benefited breast cancer research and educational programs 
across the country. 

Through our commitment to great corporate citizenship, we strive to make a 
difference in our communities, working closely with organizations that are 
improving the quality of life for everyone, everywhere.



BOARD OF DIRECTORS

RONALD A. FROMM (1)

Chairman of the Board
and Chief Executive Officer

JOSEPH L. BOWER (1,3,4)

Donald Kirk David Professor
of Business Administration,
Harvard Business School

JULIE C. ESREY (3,4)

Retired International Economist

CARLA HENDRA 

Co-Chief Executive Officer of 
Ogilvy North America

WARD M. KLEIN

Chief Executive Officer of 
Energizer Holdings, Inc.

STEVEN W. KORN (2,4)

Publisher, Daily Report;
Retired Vice Chairman and 
Chief Operating Officer of CNN

PATRICIA G. MCGINNIS (3,4)

President and Chief Executive Officer
of The Council for Excellence 
in Government

W. PATRICK MCGINNIS (2,3)

Chief Executive Officer and President 
of Nestlé  Purina PetCare Company

MICHAEL F. NEIDORFF (3) 

Chairman, President and
Chief Executive Officer
of Centene Corporation

HAL J. UPBIN (1,2)

Chairman Emeritus of 
Kellwood Company

(1) MEMBER OF THE EXECUTIvE COMMITTEE

(2) MEMBER OF THE AUDIT COMMITTEE

(3) MEMBER OF THE COMPENSATION COMMITTEE

(4) MEMBER OF THE GOvERNANCE AND NOMINATING 

COMMITTEE

CORPORATE HEADQUARTERS

Brown Shoe Company, Inc.
8300 Maryland Avenue
St. Louis, Missouri 63105-3693

Telephone: (314) 854-4000
Fax: (314) 854-4274
E-mail: info@brownshoe.com
Consumer Care: 1-800-766-6465

INTERNET ADDRESS

www.brownshoe.com

ANNUAL MEETING

11:00 a. m. (CST)
Thursday, May 24, 2007
Brown Shoe Company, Inc.
Corporate Headquarters

STOCK LISTED

            Brown Shoe stock is 
            listed on the New York 
            Stock Exchange and 
the Chicago Stock Exchange 
(ticker symbol: BWS). 
Brown Shoe’s Chief Executive 
Officer has provided his 
certification to the New York 
Stock Exchange as required 
by Section 303A.12(a) of the 
NYSE’s listing standards.

NUMBER OF EMPLOYEES

12,700

INVESTOR SERVICES PROGRAM

The Investor Services Program
provides a means to make direct stock 
purchases as well as reinvestment 
of dividends and/or voluntary cash
investments. For a brochure and
enrollment form, contact Mellon
Investor Services at 
www.melloninvestor.com/isd.

DIRECT DEPOSIT OF DIVIDENDS

Registered shareholders may have 
their quarterly dividend checks 
deposited directly to their bank 
accounts. For more information  
or to request an enrollment 
form,contact Mellon Investor 
Services at www.melloninvestor.

com/isd.ADDITIONAL INFORMATION

ON THE INTERNET AT WWW.BROWNSHOE.COM

You can access financial and 
other information about Brown 
Shoe such as our significant news 
releases; Forms 10-K and 10-Q; 
Corporate Governance Guidelines 
and Charters of Board Committees; 
our Code of Ethics for the CEO 
and Senior Financial Officers and 
Code of Business Conduct; infor-
mation about communicating with 
our Board of Directors, and select 
product information at www.
brownshoe.com.

BY CALLING OR WRITING:

You can also request that any of 
these materials be mailed to you at 
no charge by calling or writing:

Brown Shoe Company, Inc.

Investor Relations Office

Post Office Box 29

St. Louis, Missouri 63166-0029

(314) 854-4000

TRANSFER AGENT/REGISTRAR/DIVIDEND

DISBURSING AGENT

Mellon Investor Services
c/o Mellon Bank, N.A.
Post Office Box 3316
South Hackensack, NJ 07606

Mailing Address for Overnight Mail
and Express Packages:
Mellon Investor Services
480 Washington Blvd., 27th floor
Jersey City, NJ 07310

Internet: 
www.melloninvestor.com/isd  

Telephone:  
Within U.S. (866) 865-6319
Outside U.S. (201) 680-6578

Hearing Impaired Telephone:
Within U.S. (800) 231-5469
Outside U.S. (201) 680-6610
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INVESTOR INFORmATION
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